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532^ Dividend Reinvestment (for new stock) 
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BaiterSecurities Control Center 

The Control Center Is the starting point to create and send orders, and to check 
on trades and positions. Although users may have multiple accounts, the 
information shown in the Control Center applies only to the Account designated 
in the upper left corner. 

You may create a new order by clicking the Place Order button on the upper 
right of the screen. Doing so pops up the Order Entry screen from which you 
may (1) save the order for later use, (2) create a Market or Limit order, or (3) 
trade directly from the Limit Order Book (LOB) for your order. 

The Open Orders tab shows orders that have been sent and are pending prior to 
execution. For example, if you submit a limit order that Is away from the market 
and so cannot be traded, it will be shown in this tab. Orders are shown as Open, 
Filled, Out, Canceled, Part Fill, Part Fill— Canceled, or Part Fill— Out. Right-clicking 
on an order's line brings up a menu which allows you to change or cancel the 
order. Note that when you trade directly from the LOB, you receive an 
instantaneous confirmation; hence, your order will not show up in the Open 
Orders tab. 

The Order History tab summarizes the barter trades that you have made. By 
default, trades for all symbols are shown. By filling In the appropriate fieds, you 
may choose to limit the viewed barter trades to only those involving one stated 
symbol, or only those involving two stated symbols In combination. You may also 
choose to view only those trades within a stated historical time period. By 
clicking on a column header, you may sort trades In the list according to the 
column's attribute. (E.g., "symbol" or "Date/Time".) 

The Saved Orders tab shows all orders that you have saved for delivery in the 
future. If you saved an order from the Market Order Entry or Limit Order Entry 
screens, that fact is indicated in the Type column. Double-clicking on one of 
these orders pops up the respective Market or Limit screen for modification of the 
order and/or order delivery. If you saved the original order from the main Order 
Entry screen, then there is no corresponding indicator in the Saved Orders tab. 
Double-clicking on such an order pops up the main Order Entry screen from 
which you can initiate a limit or market order or choose to trade directly from the 
LOB. Right-clicking on any saved order pops up a menu that allows you to trade 
the order from the LOB, edit the order, or delete it. 

The Portfolio tab lets you view your current inventory of long and short 
securities. Double-clicking on any security's row in this tab pops up the main 
Order Entry screen with the security symbol and quantity filled in to effect a 
closing trade. For example, if you are short 500 IBM, the Order Entry screen 

would show a buy of 500 IBM. After filling in a buy-side security and quantity, 
you may submit the order. 
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BaiterSecurities Order Entry 

Bring up the Order Entry screen either by clicking the Place Order button 
on the BarterSecurities Control Center, or by double-clicking a saved 
order. To begin to place an order, first make sure the Account number In 
the upper left of the screen is correct. Then describe your order by filling in 
just four fields: buy-side symbol, sell-side symbol, buy-side shares and sell- 
side shares. 

If you wish to express quantity in terms of dollars, click the button next 
to a Shares field. The Calculate Shares screen pops up in which you can 
enter the desired number of dollars. Clicking OK transforms the dollars into 
shares of a security based on the Last Trade price of the security. 

Unlike traditional one-sided orders, you don't have to specify limit or 
market status to trade a barter order unless you prefer to do so. You can 
trade directly from the Limit Order Book for your order. 

Market Orders 

To send a market order after you have filled in symbol and quantity 
Information, click Market Order. You will be asked whether you would like 
to attach contingencies to your order. For example, you could send your 
market order only when the price of your buy-side security touches $50. To 
learn more click Market Order entry. 

Limit Orders 

To send a limit order after you have filled in symbol and quantity 
information, click Limit Order. You will be asked to attach a limit price to 
your order as well as other optional Information To learn more click Limit 

Order entry. 

Trade from Order Book 

To view the current offers for you order, or to trade directly against the 
existing offers for your order, click Trade from Order Book after you have 
ftlled in symbol and quantity information on the Order Entry screen. Using 
the Limit Order Book (LOB) lets you complete a trade without specifying a 
limit price for your trade and even without specifying Market or Limit 
status. You can trade on individual offers that are Internal to the 
BarterSecurities system, or you can trade simultaneously wrth one-click 
(Quick Fill) on all of the available internal offers up to the quantities that 
you specified In your incoming order. To learn more about the fastest way 
to trade your order, click Limit Order Book. 

Save Order 

To save an order for use later click the Save button. The order is saved in 
the Saved Orders tab of the Control Center. When you double-click the 
order in the Control Center, your order will pop up in the Order Entry 
screen, from which you can designate a market or limit order, or Trade 
from Order Book. If you wish to save an order along with limit order 
information, you should click the Limit Order button on the Order Entry 
screen, enter the relevant information, and then click the Save button on 
the Limit Order Entry screen. The order will still be saved in the Saved 
Orders tab of the Control Center, but double-clicking the order will pop 
up the Limit Order Entry screen from which you can modify your 
information and/or send your order. Likewise for saved market orders. 
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BaiterSecurities Limit Order Book (LOB) 

You can use the LOB to view national-market information for the the securities that comprise your barter 
order, or you may view and trade on the BarterSecunOes system-generated ("InternaH offers for your 
order. When you trade on an Internal offer, you receive an Instant ConflrmaUon. 

For the stocks that you specified in the Order Entry screen you can view traditional single-stock National Best 
Bid and Offer (NBBO) prices and sizes, single-stock nattonat Level II quotes, and nabonahmarket offers for 
your barter order. 

You can trade on Individual Internal offers, or you can trade slmultaneousty with one-click ("Quidc Fill"} on 

all of the available Internal offers up to the quantities that you specified in your incoming order You can 
observe the vatue of the difference between National and Internal offers for your barter order ("You Save"). 

What do you want to link to? 

Nattonai Market Information 

Creating Nationai Market Resoorses on the BartQ^Sec^jrib^g Linni^ Of { |cr g ook ; 
Tradmo on Individual Offers for a Barter Order 
Tradino usino the Quick Fill button 

Careulation of Savmas from Intenrtal Offers on the BarterSeunties Umit Order Bootc 
Instant Confirmation 
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National Market Information 

The BarterSecuntles Limit Order Book (LOB) provides three types of national market 
information for the stocks that you specified in the Order Entry screen: (1) National 
Best Bid and Offer (NBBO) markets, (2> Level II Quotes, and (3) national offers for 
you barter (two-sided) order. 

NBBO Markets 

The top section of the LOB shows your incoming order and the NBBO markets for the 
two stoci<s that you specified m your order. The NBBO information shown is the last 
trade, daily pice change, bid, ask, bid size, and ask size for each security. Bid and 
ask sizes are shown in numbers of shares, rather than In hundreds of shares. 
Columns can be reordered by dragging and dropping. 

Level II Quotes 

Level II Quotes for the two stocks that you specified m your barter order can be 
viewed either by clicking the^ttw Level XX Quotes button m the Individual Offers 
section of the LOB, or by choosing View Level n Quotes from the View menu at 
the top of the LOB. 

In the Level II Quotes screen live Level II bids and offers are shown for your sell-sfde 
security on the left and for your buy-sIze secunty on the right. Clicking the 
<Co{lapse> button places the bids of the secunty that you intend to sell next to the 
asks of the secunty that you intend to buy. In this form it is easier to see the 
capacity of the nationat markets to satisfy your incoming order. 

National ("Exteraaf") Baiter OfTers 

National offers for your two-sided order can be viewed either by clicking the View 
Nstfonal Markets button in the Individual Offers section of the LOB, or by choosing 
View Nattonai Markets from the View menu at the top of die lOB. 

The National Markets screen shows the quantity of shares (in the ratio that you 
specified {n your incoming order) that is availalDle at respective bid prices (for your 
seli-side stock) and ask prices (for your buy-side stock). This information is 
compared to the offers that are internal to the SarterSecunties system to calculate 
the price and quantity advantages of trading on Internal markets. 
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Trading on Individual Offers for a Barter Order 

The bottom section of the Limit Order Bool< (LOB), entitled "Internal Offers", normally 
shows several offers for the two-sided order that you specified in the Order Entry screen. 
These offers are internal to the BarterSecurities system; Le., they are not available in the 
national markets. The system displays all available internal offers up to a cumulative 
share quantity equal to the quantities that you specified in Order Entry screen. The 
offers are ranked from most favorable to least favorable offer price, and they retain the 
ratio of buy-quantity to sell -quantity that you specified. IMPORTANT: All offers are 
expressed as selling your sell-side security on the current NBBO bid price and buying 
your buy-side security at the variable Ask price shown. 

The data displayed for each internal offer are (1) a barter quantity expessed in actual 
(not hundreds of) shares, (2) a sell-side security bid price (i.e., the current NBBO bid), 
(3) a buy-side security ask price (used to rank the offers) and (4) a dollar amount of 
savings relative to executing your order on the national markets. See how Savings is 
computed. 

Next to the most attractive offer is a Trade button and next to each subsequent offer is 
a "Trade up to" button. Clicking on one of these buttons generates an instantaneous 
trade report at the quantities and prices currently displayed. If a trader clicks a "Trade 
up to" button, then the Indicated offer and all more attractive offers are sent for 
execution. NOTE: Traders must exercise care if displayed offers are changing rapidly. 

A Save amount less than zero means that it may be more expensive to execute your 
order internally (i.e., on the BarterSecurities system) than on a national market. 
However^ the BarterSeuci rites system has these advantages: (1) your order confirmation 
is immediate, (2) your specified security quantity ratio is preserved, and (3) the internal 
quantity depth offered may be greater than on the national market. 



Figure 44 



Trading using the Quicic Fill button 

The middle section of the Limit Order Book (LOB), entitled "Fill Order", provides a 
convenient way to view the aggregation of the Individual Offers shown In the bottom 
section of the LOB. The Quick Fill offer is designed to fill your incoming order, provided 
that enough individual offers exist to do so. The Quick Fill quantity Is the sum of the 
available Individual offer quantities up to the size of your incoming order. The Quick Fill 
sell-side price is that security's current NBBO bid and the buy-side price is the quantity- 
weighted average of the individual offer buy-side ask prices. 

The data displayed for the Quick Fill offer are (1) buy- and sell-side quantities expensed 
in actual (not hundreds of) shares, (2) the sell-side security bid price (i.e,, its current 
NBBO bid), (3) a buy-side security ask price and (4) a dollar amount of savings relative 
to trading the Quick Fill quantities on the national markets. See how Savings is 
computed. 

To trade against the Quick Fill offer, just dick the Quick Rll button. Doing so generates 
an Instantaneous trade report at the quantities and prices currently displayed. NOTE: 
Traders must exercise care if displayed offers are changing rapidly. 

Quick Fill savings less than zero means that it may be more expensive to execute your 
order internally (i.e., on the BarterSecurltles system) than on a national market. 
However, the BarterSeucirites system has these advantages: (1) your order confirmation 
is immediate, (2) your specified security quantity ratio is preserved, and (3) the internal 
quantity depth offered may be greater than on the national market. 
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Instant Confirmation 
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Instant Confirmation 

Whenever the Quick Fill button (middle of LOB) or a Trade or "Trade up to" button 
(lower part of LOB) is clicked, an Immediate confirmation is generated. The Instant 
Confirmation shows the amount of the buy-side security purchased and the amount 
of the sell-side security sold, along with the respective prices. 

If an LOB offer is changing as it is clicked, the Instant Confirmation may not be for 

the amount of buy-side and sell-side securities that you intended to buy/sell. 
However, the following conditions are always satisfied: (1) you will always trade the 
buy-side and sell-side securities in the ratio indicated in the Order Entry screen, and 
(2) you will never trade more than the quantities indicated in the Order Entry 
screen. 

When the Instant Confirmation Is received, you no longer have an order pending. If 
you have not traded all of the quantity that you desired to trade, you must send an 
additional order by clicking again on the Quidc Fill or Trade (or "Trade up to") 
buttons. The maximum quantities shown in the offers will reflect the amount of the 
original order that has already been traded. 
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Creating National Marlcet Responses 
on the BarterSecurities Limit Order Boole 



To illustrate how national offers for a barter order are calculated, suppose you have just submitted the 
order: 

BUY 1000 MSrr / SELL 2000 IIMTC 

Also assume that the national order books for INTC on the bid side and MSFT on the ask side are as shown 
in Tables lA and IB. 



Table lA 
INTC: National Bids 

Bid Price Bid Size 

27.00 200 

26.99 500 

26.98 500 

?6.Q7 IQQQ 



Table IB 
MSFT: National Asks 

Ask Price Ask Size 

55.00 500 

55.01 1000 



Offer prices for your order (executed In a 2-1 ratio) as derived from the national markets for the single 
stocks, are shown in Table 2 in order of best to worst offer. 









Table 2 










National Offers for your Barter Order 








Buy 1000 MSFT / Sell 2000 INTC 






Row 


Size 


INTC 


MSFT 


Barter Offer Price 




Number 


(MSFT X INTC) 


Bid Price 


Ask Price 


(MSFT - 2 X INTC) 




1 


100 X 200 


27.00 


55.00 


1.00 




2 


250 X 500 


26.99 


55.00 


1.02 




3 


150 X 300 


26,98 


55.00 


1.04 




4 


100 X 200 


26,98 


55.01 


1.05 




5 


400 X 800 


26.97 


55.01 


1.07 



Based on the best MSFT offer of 500 shares (Table IB), the system looks for 1000 shares on the INTC side. 
It finds only 200 INTC at the best price (Table lA), so that only 100 MSFT can be matched with it (Table 2, 
row 1), leaving 400 MSFT offered at 55.00. The 400 MSFT at 55.00, requires 800 INTC, but there is only 
500 INTC at the next price of 26,99 (Table lA). It can be matched against only 250 MSFT at 55.00 (Table 

2, row 2), leaving 150 MSFT at 55.00 that Is still usable, and so on until there is enough depth to fill your 
order, or until the national books are exhausted. 

In Table 2, the Barter Offer Price is the cost of trading the indicated piece of your order at each row's 
prices and sizes, and is expressed per 100 shares of the buy side, in this case MSFT. 



Figure 48 



Calculation of Savings from Internal Offers 
on the BarterSecurities Limit Order Boole 



Trading on the BarterSecurities system saves you money relative to the national markets. An illustration of 
this is given below. 



Suppose you have just submitted the order: 

BUY 1000 MSFT / SELL 2000 INTC. 



Also suppose that the national market offers for your order are as Is shown in Table 1 (see separate sheet). 
To see how these offers were calculated, click here . 



[Table 1] 



Often, there are additional offers that are internal to the BarterSecurities system that will improve national 
markets by providing either more favorable execution prices, by providing a greater quantity to trade, or 
both. Certain offers may originate with professional marketmakers. Other internal offers may arise due to 
outstanding limit orders, either alone or in combination. For example, a limit order to buy INTC and sell 
C5C0, and a second order to buy CSCO and sell MSFT, may create an "implied' offer for an incoming barter 
order to buy MSFT and sell INTC. To learn more, see Order Matching. 

Suppose that one marketmaker is willing to respond to your barter order by simultaneously buying 1000 
INTC at 27.00 and selling 500 MSFT at 55.00, and that a second marketmaker is willing simultaneously to 
buy 1000 INTC at 26.99 and sell 500 MSFT at 55.01. In the form of the previous table, the marketmaker 
offers are expressed below. 



Size 


INTC 


MSFT 


Barter Offer Price 


(MSFTxINTC) 


Bid Price 


Ask Price 


(MSFT - 2 X INTC) 


500 X 1000 


27.00 


55.00 


1.00 


500x1000 


26.99 


55.01 


1.03 



The offer prices for your barter order, updated to include the marketmaker offers, are shown in Table 2 (see 
separate sheet). Note that the second marketmaker's internal response Is split into two rows (#4 and #5) 
because only the first row of the two is necessary to fill your order of 2000 INTC, 1000 MSFT. 

[Table 2] 

The introduction of internal offers represents savings to you, the customer. To compute these savings, which 
are shown in Table 3, the system compares the internal offers to the offers that would have been available 
for those same shares in the national markets. In Table 3 (see separate sheet) the first row shows that the 
first 



[Table 3] 



Internal offer of 500 shares (Table 2, row 2) takes the place of three national offers of varying share amounts 
(Table 2, rows 1, 3, and 6). That is, an offer of 1.00 replaces three national offers of 1.00, 1.02, and 1,04. 
The weighted national offer Is 1.022 (i.e., $1.00 x 100 + $1.02 x 250 + $1.04 x 150), so the savings is 
$11.00 (500 X $0,022). Similarly, the Internal offer of 1.03 (Table 2, rows 4 and 5) would have been traded 
at 1.05 and 1.07 in the national market (Table 2, rows 7 and 8), implying a savings of $18.00 ($0.02 x 100 + 
$0.04 X 400) on the BarterSecurities internal side. The total savings for your complete order is $29.00. 
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Calculation of Savings from Internal Offers 
on the BarterSecurities Limit Order Book 

Tables 1, 2, and 3 



Table 1 

National Offers for your Barter Order 
Buy 1000 MSFT / Sell 2000 INTO 



Row 


Size 


»NTC 


MSFT 


Barter Offer Price 


Number 


(MSFT X INTO 


Bid Price 


Ask Price 


(MSFT - 2 X INTC) 


1 


100x200 


27.00 


55.00 


100 


2 


250 X 500 


26.99 


55.00 


1.02 


3 


1 50 X 300 


26.98 


55.00 


1.04 


4 


100x200 


26.98 


55.01 


1.05 


5 


400 x 800 


26.97 


55.01 


1.07 



Table 2 

BarterSecurities Offers for your Barter Order 
Buy 1000 MSFT / Sell 2000 INTC 



Row 


Size 


INTC 


MSFT 


Order 


Barter Offer Price 


Number 


(MSFT X INTC) 


Bid Price 


Ask Price Type 


(MSFT - 2 X INTC) 


1 


100x200 


27.00 


55.00 


National 


1.00 


2 


500x1000 


27.00 


55.00 


Internal 


1.00 


3 


260 X 500 


26.99 


55.00 


NationaJ 


1.02 


4 


150x300 


26.99 


55.01 


Internal 


1.03 


5 


350 X 700 


26.99 


55.01 


Internal 


1.03 


6 


150x300 


26.98 


55.00 


National 


1.04 


7 


100x200 


26.98 


55.01 


National 


1.05 


8 


400 X 800 


26.97 


55.01 


National 


1.07 



Table 3 

Savings from Internal Order 

Internal Offers National Offers 



Buy-side 


Table 2 


Share-weighted 


Table 2 


Share-weighted 




Shares 


Rows 


Barter Offer Price 


Rows 


Barter Offer Price 


Savings 


(1) 


(2) 


(3) 


(4) 


(5) 


(1)x[(5)-(3)] 


500 


2 


1.00 


1,3.6 


1.022 


$11.00 


500 


4,5 


1.03 


7.8 


1.066 


$18,00 


Total 










$29.00 
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Limit and Marlcet Orders 

Limit Orders 

Usually, limit prices for a barter order are expressed In terms of a Total Dollar Limit for the 
order as a whole, rather than in terms of per-share limit prices for individual securities. 

Consider the barter order to Buy 1000 MSFT and Sell 2 ODD INTC. Suppose a trader wants to 
net from this order the same amount as if MSFT traded at $50 and INTC traded at $26. This is 
equivalent to receiving $2000; i.e., [2,000 x $26 - 1,000 x $50]. By setting the Total Dollar 
Limit to ''Receive at least $2000", the trader allows the trade to execute at any combination of 
per-share prices that satisfy the limit, such as ($50/$26), ($52/$27), ($49/$25.50), etc. 

The Total Dollar "current market" is shown in the upper right corner of the Limit Order Entry 
screen under the headers Last, Bid, and Ask. These values are based on the markets In the 
individual securities shown at the bottom of the screen. Suppose the current single-stock 
markets are: 



The Total Dollar "Last" is based on the "Last" prices of the Individual securities. That is, "PAY 
$960" = +1000 X 54.98 - 2000 x 27.01. The Total Dollar Bid is based on buying MSFT on its 
bid and selling INTC on its ask,; i.e., "PAY $930" = +1000 x 54.97 - 2000 x 27.02. 
Normally you would not be able to trade at these prices Immediately, but marketmakers might 
be able to do so. The Total Dollar Ask is based on buying MSFT on its ask and selling INTC on 
its bid; i.e., "PAY $1,000" = +1000 x 55.00 - 2000 x 27.00. Normally you would be able to 
trade at these prices immediately. 

Thus, a Total Dollar Limit of "Pay no more than $850", is $150 more favorable to you than the 
value at which you can trade immediately, and it Is $80 more favorable than the value at which 
marketmakers might be able to trade your order for themselves. 

If you prefer to think about your Total Dollar Limit in terms of individual stock prices, you may 
use the Dollar Limit Calculator tn the middle of the Limit Order Entry Screen. Enter two 
share prices and click the Insert Dollar Limit button to create your Total Dollar Limit 

Setting a Total Dollar Limit can produce the same dollar results for a barter order as setting per- 
share limits, but it is less restrictive. It is recommended because it produces a greater 
probability of getting a barter order executed. Per-share limits should be used only if you are 
sensitive to the trade price of one of the legs of the order. If you do wish to set a per-share 
limit price for one or both securities in your barter order click on Gonditions»>. An 
additional segment of the Limit Order Entry screen appears, which allows you to set per-share 
limit prices and to set timing and other options for your order. 

Market Orders 

The default market order is ''No price contingencies", which means that your order will be 
delivered as soon as you submit and confirm it. Alternatively, you may place a per-share price 
contingency on the deliverv of the order. Upon submitting the order the system will ask you to 
confirm your order currently, but the order will not be delivered to the market until the 
indicated price contingency is satisfied. If and when the order is delivered to the market, it will 
behave like two traditional market orders: one for the buy leg and one for the sell leg. 



MSFT 
INTC 



Last 

54.98 
27.01 



Bid 
54.97 
27.00 



Ask 
55.00 
27.02 
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New Rule 




To create a rule, select New... from the Rule menu of 
the Marketmaker Toolkit. In the New Rule pop-up 
screen, enter the name of your rule, and choose whether 
to disable the rule or to make the mle manual. 

Only Active rules are used to respond to barter orders. A 
rule can be activated or disabled at any time by right- 
clicking the rule name in the Toolkit and selecting the 
appropriate attribute. Disabled rules are dimmed In the 
Toolkit window. 

All active rules produce automatic responses to barter 
orders if the rule's conditions are satisfied, unless you 
choose to respond manually. Responses to orders can 
be toggled from automatic to manual by right-clicking the 
rule name and selecting the appropriate attribute. 



Figure 57 



To create a set of conditions for a rule first click on the rule to 
select it. Then select New... from the Condition menu. In the 
Add Condition pop-up screen, choose a Vaiiabie and an 
Operator and enter a Value to define the condition. 

Variables are keywords that define characteristics of the barter 
order such as (1) closeness of the buy-side and sell-side dollar 
amounts, (2) industry closeness of the two legs, (3) volumes, 
(4) market capitalizations, etc. Additionally, marketmakers 
can use variables to test for inclusion in default symbol lists, 
such as the S&P500, or In symbol lists that they define using 
the Symbol menu in the Toolkit. 

Operators are usually equality and inequality signs, but 
change to <IN> and <NOT IN> when a variable is testing for 
inclusion in a symbol list. 

An example of a condition is: 

Delta < 10%, 

where Delta is a measure of the closeness of the buy-side and 
sell-side dollar amounts. A delta of 10% means that the dollar 

amounts of the two barter order legs differ by 10% of the 
greater amount. 

Another example of a condition is: 

buy_symbol IN "Big Tech", 

where "Big Tech" is the name of a symbol list that the user has 
defined. 
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Definitions of Variables and Allowable Value Ranges. 

Examples 



Variable 

Delta 

SICmatch 

MCAPmax 
MCAPmin 

VOLmax 

VOLmin 

BA Debit 



Definition 

abs($long - $short) / (max( $long. $short)) 

Number of SIC code digits of buy and sell 
that match, starting from left. 

Marlcet Cap of larger-cap stock 
Market Cap of smaller-cap stock 

Avg Daily $-volume traded, last 30 days, 

of more-active stock. 
Avg Daily $-volume traded, last 30 days, 

of less-active stock. 

Debit value of bid/ask spread of Barter Order 
on NYSE and Nasdaq inside prices. 



The following variables are used to check for inclusion in a Symbol List, 
buy^symbol Symbol of the incoming order's buy-skJe 

security. 

selLsymbol Symbol of the incoming order's sell-side 

security. 

both_symbols The set of two incoming security symbols, 

one^symbol At least one of the incoming security symbols. 

The following variables are used to query a marketmaker's portfolio status. 



lnventory_Buy_Shs 



lnventory_SelLShs 



lnventory_Buy_Val 



lnventory_SelLVal 



The number of shares of the Incoming sell-side 

security (i.e., the MM is buying) currently 

in the MM portfolio. 
The number of shares of the Incoming buy-side 

security (i.e., the MM Is selling) cunrently 

in the MM portfolio. 
The dollar value of the incoming sell-side 

security (I.e., the MM Is buying) currently 

in the MM portfolio. 
The dollar value of the incoming buy-side 

security (i.e., the MM is selling) currently 

in the MM portfolio. 



Range (units) 
0-100% 
0.1,2,3,4 

($bil) 

($mil) 



(Dollars) 



(List Name) 

(List Name) 

(List Name) 
(List Name) 

(Shares) 

(Shares) 

(Dollars) 
(Dollars) 
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Examples of Variable usage. 

'Delta' measures the dollar amount of exposure of the Barter Order, tf the retail trader's buy side 
debit is $100,000 and the sell side credit is $75,000, the delta is 
25% = 1100000 - 750001 / max(100000, 75000). 

'SlCmatch' shows how nidustry-related two stocks are. Matched digits are counted from the left 
until a match fails, after which remaining digits do not count. 



MCAPmax and MCAPmin measure market capitalization of the bigger and smaller stock, 
respectively. To ensure that both stocks' market cap exceeds $1 billion, enter "MCAPmin >= 1". 
To ensure that at least one stock's market cap exceeds $10 billion, enter "MCAPmax >= 10", 

VOLmax and VOLmin measure the dollar volume of the more- and less-active stock, respectively. 
To ensure that both stocks trade at least $2 million per day, on average, enter 'VOLmin >= 2^ To 
identify trades in which neither stock trades more than $2 million per day. on average, enter 
•VOLmax <=2". 

BA_Debit is the dollar width of a Barter Order on the NBBO market If a retail trader wishes to buy 
100 ABC on the NBBO market 50-50.25 and sell 300 XYZ on the NBBO market 20-20.10, then the 
dollar size of the spread is $55. or 100 x 0.25 + 300 x 0.10. 

'Symbol' variables allow the marketmaker to identify whether stock symbols fall in 
marketmaker-created lists. Suppose the marketmaker sets the symbol list below: 



To ensure that at least one of the Barter Order symbols falls In the list, enter 

one^symbol IN List_1 . 
To ensure that neither Barter Order symbol falls in the list, enter 

both^symbols NOT IN List^L 

Use "Inventory" variables to test a marketmaker's portfolio. To test whether a portfolio is short the 
security that the marketmaker is buying, enter 

inventory_buy_shs < 0. 



SIC#1 
4013 

2631 



SIC #2 
4031 
4031 



SlCmatch 
2 
0. 



List^l: IBM, CPQ, DELL, SUNW, HWP 
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Marketmaker Position and P&L 
Name: JENNIFER 
Breakout: By Rule / Tier Invoked 
Source: Symbol List "Technical Buy 
Period: Today / Real-time 
DoJfars in OOO's 




Figure 68 



A Position and P&L Report (PPL) shows the cumulative share and/or dollar inventory along with profit & 
loss calculations, for all of the marketmaker's automatic and manual trades. Multrple PPLs may be created 
and viewed simuftaneous/y. The information tn these reports may be grouped ("Report Breakout") as the 
user desires, and the trades which comprise these reports may be a chosen subset ("Data Source") of all 
trades. 

For example, the user may have P&L grouped and summarized by security symbol, or according to the 
trading decision Rile or rule/tier combination which invoked each trade. The data source can be a subset of 
stock symbols (designated by a Symbol List name), or it can be alt trades invoked by a MarKetmaker Toolkit 
rule or mle/tier combinatbn. Therefore, marketmakers can monitor on a real-time t>asis the profit and loss 
contribution of each decision rule and price/size tier that they create. This gives them incredible insight into 
the productivity of their rules and alloWs them to improve profitability over time. 

Share and dollar inventories of secunties, and realized, unrealized, and total P&L's can be generated either 
on a real-time basis or for historical periods. Report Corumns can be chosen, modified, and moved as they 
are for Trade Tickers. 

Any row in a Position and P&L Report can be right-clicked to generate a new report of individual trades that 
comprise the row. 
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Marketmaker Position and P&L 
Name: ROBERT 
Breakout: By Symbol 
Source: Symbol List "Big Tech" 
Period: Today / Real-time 
Dollars in OOO's 
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Figure 69 
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BarterSecurities Request for Manual Offer 

The BarterSecu rites Marketmaker Toolkit lets you define rules that automatically 
generate one or more offers on the Limit Offer Book for an incoming barter order 
when predefined conditions are met. However, you may specify in the rule that when 
the stated conditions are met, you are to be alerted so that you can make a manual 
response to the order rather than havmg offers generated automatically. 

When the BarterSecunties Request for Manual Offer screen appears, you can review 
the incoming order and then (1) deliver an offer according to the price and size 
defaults that you set, (2) deliver an offer after modifying the price and/or size 
defaults, (3) close the screen manually without delivering an offer, or (4) let the 
screen close automatically, after a stipulated number of seconds, without delivering 
an offer. Note that as hng as the countdown dock is running, the sender of the 
incoming order will be aware that a manuai offer is pending and may be delivered. 

The BarterSecurities Request for Manual Offer screen is partitioned into four sections 
from top to bottom: (1) Incoming Order, (2) Offer Size, (3) Offer Price, and (4) 
Action. 

Incoming Order 

On the left is the incoming order expressed as it was entered; that is, the 
maricetmafcer may take the other side of the trade. In the following discussion, the 
term "buy-side" Csell-slde") refers to the security that the sender is buying (selling) 
and that the marketmaker may sell (buy). The dollar values of both the buy-side and 
sell-side securities are shown, along with the DeHa of the trade. The smaller the 
delta, the closer together are the buy-side and sell-slde dollar values. A delta of zero 
Implies that the dollar values match. A delta of one implies that the barter order is 
almost one-sided. 

The marketmaker may click the View tevel XL button to view real-time Level H 
quotes for the buy- and sell-side securities. The marketmaker may click the ModHV 
Defaults button to change how the default Offer Size and Offer Prices are 
determined when the Request for Manual Offer screen pops up. 

Offer Size 

An offer size for the incoming bBvter order is calculated based on either (1) the 
price/size tiers stipulated in the Marketmaker Toolkit, or (2) the defaults that you 
specify in the Edit Manual Offer Defaults screen. The quantities in the offer size are 
always in the same ratio as the quantities in the incoming order. If you wish, you 
may change the initial size by (1) clicking the size increment/decrement buttons, (2) 
by typing in a new size in the buy-side or sell-side fields (the opposite size is changed 
to retain the incoming share ratio), or (3) clicking the Full Size button, which causes 
the offer size to become the same as the incoming order size. 

Offer Price 

An offer price for the incoming barter order is calculated based on either (1) the 
price/size tiers stipulated in the Marketmaker Toolkit, or (2) the defaults that you 
specify in the Edit Manual Offer Defaults screen. If you wish, you may change the 
initial offer price by (1) clicking the price increment/decrement buttons, or (2) by 
typing in a new value in the available field. 

Action 

At any time, you may (1) click the green Offer button to send your offer as stated, 
(2) dick the red Cancel button to close the screen without sending an offier, or (3) 
click the Stop button to stop the rundown clock. If you make none of these actions, 
the screen will close automatically when the clock has run down to zero. 



Figure 73 
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